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Annual Report 1958 


Sears, Roebuck and Co. 


ANNUAL MEETING The annual meeting of the shareholders 
of Sears, Roebuck and Co. will be held in the auditorium 
of the Prudential Building, 130 East Randolph Street, 
Chicago, Illinois at 10:00 o’clock A.M., Central Daylight 
Saving Time on Monday, May 11,1959. Formal notice of 
meeting, and proxy and proxy statement are being mailed 
to shareholders with this report. 
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THE COMPARATIVE STORY IN BRIEF . . Sears, Roebuck and C( 
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FINANCIAL HIGHLIGHTS (in millions) 

Net Sales. 

Income before Federal Income Taxes. 

Net Income after Taxes. 

Depreciation. 

Taxes—Federal Income. 

Taxes—Other than Federal Income. 

Contribution to The Savings and Profit Sharing 

Pension Fund. 

Dividends Paid to Stockholders. 

Customer Installment Accounts Outstanding 

—Including Revolving Charge Accounts . 

Inventories. 

Merchandise on Order. 

Working Capital. 

Long-Term Debt. 

Stockholders’ Equity. 

Unconsolidated Subsidiaries and Affiliates: 
Sears Equity in Undistributed Net Income 
Dividends Received by Sears. 

PER SHARE OF COMMON STOCK (in dollars) 

Net Income. 

Taxes—Federal Income. 

Taxes—Other than Federal Income. 

Dividends. 

Book Value. 

MISCELLANEOUS DATA 

Stockholders**. 

Retail Stores —Excluding Foreign Stores . 

Mail Order Plants. 

Catalog Sales Offices. 

Profit Sharing Fund: (aj - of Dec. 31) 

Members. 

Value of Fund (in millions) . 

•Plus 1% Stock Dividend. 

••Profit Sharing Fund Counted as a Single Stockholder. 


1958 

. 1957 

1956 

$3,721.3 

$3,600.9 

$3,555.7 

337.4 

333.3 

343.3 

165.8 

161.1 

164.8 

27.4 

24.9 

22.3 

171.6 

172.2 

178.5 

51.0 

48.6 

47.4 

37.9 

36.1 

36.3 

90.1 

82.4 

74.0* 

1,226.9 

1,119.8 

1,039.1 

562.5 

510.6 

533.3 

612.0 

519.9 

543.7 

1,136.2 

777.2 

743.6 

350.0 

— 

— 

1,286.2 

1,209.2 

1,127.7 

16.1 

16.9 

14.7 

19.3 

5.5 

4.3 

2.21 

2.15 

2.20 

2.28 

2.30 

2.38 

.68 

.64 

.64 

1.20 

1.10 

1.00* 

17.12 

16.11 

15.06 

146,331 

141,957 

126,389 

728 

724 

717 

11 

11 

11 

849 

815 

772 

139,967 

135,701 

129,646 

$1,062.2 

$704.1 

$737.9 



































nd Consolidated Subsidiaries 


1955 

S 3,306.8 

334.7 

158.8 

25.5 

175.9 

42.7 

38.1 

73.0* 

902.6 

513.4 

505.4 

938.7 
200.0 

1,032.7 

21.4 

4.1 


2.13 

2.36 

.57 

1 . 00 * 

13.83 


102,984 

707 

11 

694 

125,299 

$860.2 


1954 

$2,965.4 

290.8 

141.3 

23.6 

149.5 

37.2 

33.7 

72.7 

790.7 

456.6 

445.2 

857.7 
200.0 

941.4 

17.5 

4.3 


1.90 

2.01 

.50 

1.00 

12.67 


96,834 

699 

11 

609 

123,740 

$635.0 


1953 

$2,981.9 

271.8 

117.9 

21.4 

153.9 

36.5 

30.7 

66.5 

759.0 

419.0 

396.2 

790.4 
200.0 

869.2 

17.2 

2.9 


1.59 

2.08 

.49 

.92 

11.73 


96,735 

694 

11 

570 

120,558 

$501.4 


1952 

$2,932.3 

276.1 

110.2 

22.6 

165.9 

34.8 

31.5 

65.3 

669.6 

452.3 

441.9 

735.2 
200.0 

815.7 

14.3 

3.1 


1.49 

2.24 

.47 

.92 

11.03 


94,351 

684 

11 

546 

114,663 

$456.2 


1951 

$2,657.4 

272.0 

111.9 

22.9 

160.1 

33.7 

26.9 
65.0 

493.2 

440.6 

357.6 

687.5 
200.0 

740.2 

7.9 

3.4 


1.55 

2.22 

.46 

.92 

10.23 


93,900 

674 

11 

479 

109,252 

$400.0 


1950 

$2,556.4 

303.7 

143.7 

18.8 

160.0 

30.0 

30.5 

65.0 

517.8 

380.2 

418.8 

469.3 

693.3 

5.5 

3.4 


1.99 

2.22 

.41 

.92 

9.58 


94,362 

654 

11 

404 

104,100 

$350.5 


1949 

$2,168.9 

178.2 

108.2 

20.5 
70.0 

23.9 

17.8 

53.2 

390.0 

321.4 

284.9 

411.5 

614.7 

3.4 

2.6 


1.50 

.97 

.33 

.75 

8.49 


94,796 

647 

11 

358 

102,547 

$269.1 





























TO SEARS, ROEBUCK AND CO. STOCKHOLDERS 


The year 1958 showed continued growth and progress 
for the Company and was characterized by the following 
highlights: 

... .Net sales of $3,721,272,080 set a record high for 
the fourth consecutive year. This sales volume 
was 3.3 per cent greater than 1957. 

... .Net profit after taxes was $165,788,473, a record 
high, equal to $2.21 per share, an increase of 
2.9 per cent from 1957 net profit. 

.... Regular cash dividends were $1.00 per share and 
a 20^ per share extra was paid with the fourth 
quarterly dividend for a total of $1.20 per share. 
Dividends for 1957 totaled $1.10 per share. 

_The Company’s first long-term public debt fi¬ 
nancing since 1920 took place in September 
with the offering of $350,000,000 in debentures. 
The issue was quickly oversubscribed. 

....A total of $52,095,287 was spent during the 
year to continue expansion and improvement of 
the Company’s facilities. 

....The Company added 4,374 new stockholders 
for a total of 146,331. This is the largest number 
of stockholders the Company has ever had. 

....Allstate Insurance Company, an unconsoli¬ 
dated wholly-owned subsidiary, experienced a 
record year in growth and income. 

The Past Year 

Except for May and July when modest increases were 
registered, sales volume lagged behind the comparable 
months in 1957 until early in the fall selling season, re¬ 
flecting generally unfavorable economic conditions. In 
the last five months of the fiscal year beginning in Sep¬ 
tember, the Company experienced record high sales each 
month as a result of improvement in the economy. These 
record sales more than compensated for the lower sales 
early in the year. 

December sales of more than half-a-billion dollars were 
the largest for any single month in the Company’s his¬ 
tory. January sales showed the largest percentage in¬ 
crease—14.6 per cent—of any month since August of 
1955. 

Despite the general business decline early in the year, 
the Company did not postpone or delay its planned ex¬ 
pansion and modernization program for 1958. Ten new 
stores were opened in areas that previously had no Sears 
stores, thirteen stores were relocated in new and larger 
buildings, major enlargement and modernization pro¬ 
grams were carried on in six stores, and three additional 
service and parts centers were opened. Since 1945 
through 1958 the Company has spent approximately 


$684,000,000 in its post-war expansion and improvement 
of facilities. Of this amount, $118,000,000 was returned 
from sale and lease-back arrangements and the balance of 
$566,000,000 was Company financed from general funds. 

In the mail order division, the Company’s program of 
opening catalog sales offices in smaller towns not served 
by retail stores continued with 46 new offices opened for a 
total of 849 to date. The Company’s catalog sales vol¬ 
ume—representing approximately one-fourth of total 
sales—showed continued growth in 1958. 

Approximately two per cent of 1958 sales volume is 
attributable to new or enlarged facilities, primarily retail 
stores less than one year old. 

Credit sales, long a highly significant segment of total 
sales, continue to gain in importance. Last year 38.5 per 
cent of total sales were made on the installment basis, 
while an additional 8.8 per cent of sales were made under 
Sears Revolving Charge Plan. A special section of this 
report which starts on page 16 examines in detail this 
very interesting aspect of the Company’s business. 

Sears Roebuck Acceptance Corp., the Company’s 
wholly-owned financing subsidiary, continued during the 
year to finance an important part of the Company’s 
credit business, thus fulfilling the function for which it 
was established in 1956. 

Sears wholly-owned subsidiary, Allstate Insurance 
Company, and its subsidiary, Allstate Fire Insurance 
Company, expanded their operations considerably in 
1958. The new Allstate Life Insurance Company, organ¬ 
ized in 1957, was writing policies in 42 states and the 
District of Columbia. A special report of the Allstate 
operations commences on page 23. 

Foreign operations in Latin America, Canada and 
Australia continued to grow and prosper during 1958. 
Simpsons-Sears Limited (Canada) enjoyed the best year 
in sales and profits since its organization in 1953. 

Debentures Issued 

Of signal importance to the future was the public offer¬ 
ing in 1958 of $350,000,000 in long-term debentures, the 
Company’s first public long-term debt financing since 
1920. 

The funds secured from this issue are being used pri¬ 
marily to finance a larger portion of the Company's ac¬ 
counts receivable. Fifty million dollars was added to the 
capital of the Allstate Insurance Company. 

The decision to enter the money market in 1958 was 
based on the conviction of the Company’s directors that 
long-term debt financing offered distinct advantages. It 
was gratifying that the issue, said to be the largest public 
offering of industrial debt securities in history, was 
quickly oversubscribed. 







Profit Sharing 

The Savings and Profit Sharing Pension Fund of Sears, 
Roebuck and Co. Employes has long been regarded as 
the keystone of the Company’s comprehensive employe 
benefit program. We believe the Fund has provided a real 
incentive for employes to give their best performance for 
the benefit of all the stockholders. The assets of this Fund 
reached an all-time record high of over one billion dollars 
by the end of 1958. 

Since the Fund started in 1916 the employe mem¬ 
bers have put in $300,423,661 from their wages and 
salaries, have withdrawn $611,465,629, and still have 
$1,062,173,888 in assets remaining. 

At a time when creeping inflation is a matter of na¬ 
tional concern, particularly for its effect on individuals 
such as retirees who are living on fixed incomes, the long 
range policy of the Fund in concentrating investments 
in equities, primarily stock of the Company, has pro¬ 
duced outstanding results in providing for the retirement 
security of employes. 

Each member has a capital account in the Fund made 
up from his or her monthly deposits, the allocation of a 
portion of the Company’s annual contribution, and the 
Fund’s earnings. At present seventy-four per cent of the 
Fund’s assets are invested in Sears stock. The other assets 
of the Fund are invested in the stock of 111 diversified 
companies and in other investments such as government, 
corporate, municipal bonds and mortgages. Dividends 
and interest credited to each account are reinvested. This 
capital account is handed to the qualified member in 
cash or its equivalent at the time of withdrawal or retire¬ 
ment. 

This method of saving and providing for the future of 
Sears employes has had remarkable results. The follow¬ 
ing table shows the average cash value of profit sharing 
accounts withdrawn during 1958 as contrasted to the 
average amount deposited by the withdrawing employe 
throughout his term of service. 

Total Deposits Value of Account 

Years of Service By Employes On Withdrawal 

20-25 years.$3,593.$ 36,695 

25-30 years. 4,899. 67,089 

30-35 years. 5,791. 93,019 

35-40 years. 6,092. 123,054 

More than 40 years- 6,321. 154,767 

This year some 80,000 Fund members having a vested 
beneficial interest in the shares of Company stock owned 
by the Fund, will have an opportunity to instruct the 
Trustees, by secret ballot, how they wish these shares 
voted at the annual meeting. This plan of voting instruc¬ 
tion was approved at the annual meeting of stockholders 
in 1958. 


Employe Relations 

Sears is very proud of its employe relations program. The 
Company has been a pioneer in this field, and its pro¬ 
gram is unique in American business. Since the early 
days of this century, the welfare of employes has been a 
major concern of the management. Sears employes have 
long received wages, benefits, working conditions and 
opportunities for advancement which are substantially 
above average in the retail field and in most other kinds 
of business. 

For many years, the Company has had a five-day, 
forty-hour week with time and one-half for overtime. 
More recently, overtime has been paid for more than 
eight hours of work per day. Our policy of paying wages 
substantially better than those usually paid for similar 
activities, has enabled us to engage and retain personnel 
of high caliber. 

In addition to its basic high-wage policy for the retail 
industry, the Company has also been a leader in the de¬ 
velopment of benefit plans. These benefits provide many 
protections and advantages designed to strengthen the 
security and well-being of members of the organization 
and their families. Most of these benefits have been in 
effect for many years, as shown by the following: 

a. Illness Allowance First established in 1902 

b. Employe Discounts First established in 1907 

c. Paid Vacations First established in 1907 

Present policy is: 

One week after 1 year’s service 
Two weeks after 2 years’ service 
Three weeks after 10 years’ service 
Four weeks after 25 years’ service 

d. Profit Sharing First established in 1916 

e. Military Service Benefits First established in 1917 

Instituted during World War I. Re-established 
and expanded during World War II to include 
“Father’s Allowance’’ wherein Company made 
up 75% of the difference between government 
compensation and total Sears compensation of 
$10,000. Continued this expanded program 
through Korean War and present peacetime 
draft. 


f. 

Group Life Insurance 

First established in 1931 

g- 

Paid Holidays (currently 



seven) 

First established in 1932 

h. 

Pay for absence due to 



death in family 

First established in 1932 

i. 

Payment for Jury Duty 

First established in 1932 

b 

Severance Pay 

First established in 1933 

k. 

Group Hospitalization 

First established in 1939 

1 . 

Supplemental Retirement 



Benefits 

First established in 1944 

m. 

Insurance for Health 



Catastrophe 

First established in 1952 



















These benefits are being continuously reviewed and im¬ 
proved. Recent improvements have been made in vaca¬ 
tions, hospitalization, group life insurance and paid holi¬ 
days. Future reviews and improvements will be made as 
the Company continues to prosper. In keeping its benefit 
program among the best in American industry, Scars 
further enhances its ability to attract and retain the high 
caliber of employes needed for Company success. 

Management Changes 

At a directors’ meeting in May, 1958, Fowler B. McCon¬ 
nell, President for 12 years, was elected Chairman of 
the Board, replacing Theodore V. Houser who retired 
after 30 years of service. Charles H. Kellstadt, a veteran 
Sears executive and former Vice-President in charge of 
the Southern Territory, succeeded Mr. McConnell as 
President. 

Lucien E. Oliver, formerly Assistant Vice-President 
in charge of the New York Office, was elected Vice- 
President in charge of the Southern Territory, and 
Arthur K. Walton was elected Vice-President in charge 
of Factories, replacing Robert E. Brooker who resigned. 

At the 1958 annual stockholders’ meeting, Gordon M. 
Metcalf, Vice-President in charge of the'Midwestern 
Territory, was elected a Company Director, succeeding 
Gordon B. Hattersley, a former Vice-President and a 
Director for nineteen years. Edgar B. Stern, Jr., Presi¬ 
dent, WDSU Broadcasting Corporation of New Orleans, 
was elected a Director succeeding his father Edgar B. 
Stern who retired after being a member of the board for 
twenty-six years. Wallace Tudor, Vice-President in 
charge of Personnel and Employe Relations, was elected 
a member of the board. Later in the year Robert E. 
Brooker resigned as a Director. 

The Year Ahead 

The fiscal year 1959 holds promise of satisfactory sales 
and profit levels for the Company. 

The three major areas of economic activity—private 
investment, government expenditures for goods and serv¬ 
ices, and consumer expenditures—are all trending up¬ 
ward. Private investment, which declined in 1958 and 
was a major cause of the recession, is expected to be up 
moderately. The year promises to be a period of moderate 
inventory accumulation for business, an important com¬ 
ponent of private investment. 


A. 

F. B. McConnell, Chairman 

March 30, 1959 


Federal government expenditures are not expected to 
decline, and may increase. State and local government 
expenditures are expected to rise as these governments 
respond to demands for expanded services and facilities 
for the growing population. 

Consumer expenditures, which held up well despite 
the recession, will continue to be a positive factor in¬ 
fluencing the economy. Farm income, however, may be 
off from last year’s peak when it reached its highest level 
since the Korean conflict. 

It is anticipated that Sears sales of both hard and soft 
goods will rise—with hard-goods sales showing slightly 
larger increases. During the recession, consumers tended 
to postpone hard-goods purchases. With better economic 
conditions now and in prospect, they will tend to be 
more liberal in their use of credit for the purchase of 
durable goods. 

Sears percentage increases in sales should be higher 
the first seven months of the year. During these months 
sales will be compared against the low months of the 
recession, making it easier to achieve higher percentage 
increases. Later in the year, sales will be compared against 
the best months in 1958, and it is anticipated that per¬ 
centage increases may not be as large. 

The Company will pursue an aggressive merchan¬ 
dising program in order to insure a satisfactory share of 
the 1959 market. As in past years, it is anticipated that 
we can continue to count on the close cooperation of our 
manufacturing sources in supplying quality goods to in¬ 
sure continued consumer acceptance. 

The Company’s modernization and expansion pro¬ 
gram will continue during 1959. Present plans call for the 
opening of nine new retail stores in cities where the Com¬ 
pany has had no store, for the relocation in new buildings 
of eighteen stores, and the modernization and enlarge¬ 
ment of two stores. Forty-six new catalog sales offices are 
to be opened during the year. 

Total cost of the program will be approximately 
$57,000,000. 

• • • 

The Officers and Directors wish to thank all Sears 
employes for their cooperation and effort in bringing the 
Company its fourth consecutive record sales year. 

We take special pleasure in welcoming the 4,374 new 
stockholders added during 1958 for a total of 146,331. 
These new additions to the stockholder list are primarily 
individuals but also include a number of institutional 
holders. 

By order of the Board of Directors 
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SEARS, ROEBUCK AND CO. and Consolidated Subsidiaries 


STATEMENT OF INCOME 


Year Ended 
January 31, 

1959 

net sales . $3,721,272,080 

OTHER INCOME: 

Dividends. 19,309,355 

Miscellaneous income.. ’. 2,441,871 

total income . 3,743,023,306 

deduct: 

Cost of sales, advertising, selling, administrative and 

general expenses. 3,192,453,771 

Rents. 41,283,785 

Repairs and maintenance. 20,332,118 

Depreciation. 27,356,333 

Taxes (other than Federal Income Taxes) . 51,000,487 

Interest (including discount on sold accounts) . 35,290,160 

Contribution to The Savings and Profit Sharing Pension 

Fund of Sears, Roebuck and Co. Employes. 37,918,179 

3,405,634,833 

INCOME BEFORE PROVISION FOR FEDERAL INCOME TAXES. . . . 337,388,473 

PROVISION FOR FEDERAL INCOME TAXES . 171,600,000 

NET INCOME FOR THE YEAR . $ 165,788,473 

NET INCOME PER SHARE . $2.21 


RETAINED EARNINGS USED IN THE BUSINESS 


BALANCE BEGINNING OF YEAR . $ 919,376,749 

NET INCOME FOR THE YEAR . 165,788,473 

1,085,165,222 

cash dividends paid to stockholders ($1.20 per share and 

$1.10 per share respectively) . 90,104,422 

BALANCE END OF YEAR . $ 995,060,800 


Year Ended 
January 31, 

1958 

$3,600,882,122 

5,548,259 

1,770,043 

3,608,200,424 

3,071,431,418 

40,765,046 

20,765,324 

24,909,332 

48,535,172 

32,352,705 

36,133,334 
3,274,892,331 
333,308,093 
172,250,000 
$ 161,058,093 
$2J5 


$ 840,767,908 
161,058,093 
1,001,826,001 

82,449,252 
$ 919,376,749 


See Notes to Financial Statements, pages 10 to 15. 
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SEARS, ROEBUCK AND CO. and Consolidated Subsidiaries 


CONSOLIDATED 


ASSETS 


CURRENT ASSETS 

Cash and U. S. treasury bills. 

Marketable securities— market value $10,692,908 . 

Receivables ( principally customer installment accounts) less 

allowance for collection expense and losses. 

Less installment accounts sold.. 

Net receivables. 

Inventories— at lower of cost or market . 

Prepaid advertising and other charges. 

TOTAL CURRENT ASSETS. 

INVESTMENTS— substantially at cost 
Unconsolidated subsidiaries: 

Allstate Insurance Company {wholly-owned) . 

Sears Roebuck Acceptance Corp. ( wholly-owned)... 

Latin American subsidiaries. 

Manufacturing subsidiaries. 

Simpsons-Sears Limited. 

Other investments and advances. 


PROPERTY, PLANT AND EQUIPMENT —at cost 
Less accumulated depreciation. 


UNAMORTIZED DEBENTURE DISCOUNT AND EXPENSE. 

TOTAL ASSETS. 

Sec Notes to Financial Statements, pages 10 to 15. 


January 31 

1959 

January 31 

1958 

$ 207,043,985 
2,413,645 

$ 199,800,657 
3,412,176 

1,174,900,218 

434,990,040 

1,079,288,018 

673,505,219 

739,910,178 

562,486,502 

24,588,632 

405,782,799 

510,646,211 

26,534,764 

1,536,442,942 

1,146,176,607 

54,848,347 

50,000,000 

42,384,491 

18,465,248 

20,376,550 

26,878,569 

4,848,347 

50,000,000 

40,058,396 

18,287,055 

20,376,550 

26,103,899 

212,953,205 

159,674,247 

515,115,881 

231,694,747 

490,750,296 

218,437,178 

283,421,134 

272,313,118 

3,628,849 

— 

$2,036,446,130 

$1,578,163,972 
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ALANCE SHEET 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


CURRENT LIABILITIES 

January 31 

1959 

January 31 

1958 

Accounts payable. 

Due customers. 

Accrued expenses. 

Federal income taxes accrued. 

Other accrued taxes. 

$ 89,178,861 

26,217,753 
83,909,870 
137,087,508 
63,868,948 

S 86,099,435 
22,985,743 
70,487,754 
146,730,000 
42,690,151 

TOTAL CURRENT LIABILITIES. 

400,262,940 

368,993,083 

LONGTERM DEBT 

4M% Sinking Fund Debentures due 1983 

(Sinking Fund pa yments required , commencing in 1905) . .. 

350,000,000 


STOCKHOLDERS’ EQUITY 

Common Stock—S3.00 Par Value—authorized 

100,000,000 shares, outstanding 75,121,669 shares 

and 75,061,754 shares, respectively. 

Capital in excess of par value. 

Retained earnings used in the business. 

225,365,007 

65,757,383 

995,060,800 

225,185,262 

64,608,878 

919,376,749 


1,286,183,190 

1,209,170,889 

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY . 

S2,036,446,130 

SI,578,163,972 


REPORT OF CERTIFIED 
PUBLIC ACCOUNTANTS 


To The Stockholders and Board ol Directors ol Sears. Roebuck and Co. 

Wo have oxam!ned the Balance Sheet of Sears. Roobuck and Co. and consolidated subsidi¬ 
aries as of lanuary 31. 1959. and the related Statements ol Income and Retained Earnings 
Used in the Business for the fiscal year then ended. Our examination was made in accordance 
with generally oocepted auditing standards, and accordingly included such tests of the ac¬ 
counting records and such othor auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying financial statements present fairly the financial position of 
Sears, Roebuck and Co. and consolidated subsidiaries at lanuary 31. 1959 and the results of 
their operations for the fiscal year then ended, in conformity with generally accepted account¬ 
ing principles applied on a basis consistent with that of the preceding year. 


Chicago. Illinois. March 30. 1959 


Touche, Niven, Bailey & Smart 
Certified Public Accountants 
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THE FINANCIAL REPORT FOR 1958 Including Notes to the Financial Statements 


Principles of Consolidation 

The consolidated financial statements include all 
wholly-owned domestic subsidiaries, except the Allstate 
Insurance Company and Sears Roebuck Acceptance 
Corp. The foreign subsidiaries are not consolidated. 

Sales, Income and Dividends 

Net sales and net income in 1958 were the highest in 
Sears history. Sales of $3,721,272,080 were 3.34% ahead 
of last year’s record sales of $3,600,882,122. 

Income was $165,788,473 which compares with last 
year’s income of $161,058,093, an increase of 2.94%. In¬ 
come for 1958 reflects an increase in dividends paid to 
the Company. These additional dividends were received 
principally from Allstate Insurance Company and foreign 
subsidiaries. 

Earnings for 1958 were equivalent to $2.21 per share 
compared with $2.15 per share in 1957 based on shares 
outstanding at the close of the respective years. 

During 1958 the Company distributed $90,104,422 
or 54.3% of its earnings in dividends and retained 
$75,684,051 for reinvestment in the business. Dividends 
were distributed at the regular 25^ quarterly rate per 
share plus 20e extra in the final quarter or a total 
of $1.20 per share. Cash dividends in 1957 totaled 
$82,449,252 or $1.10 per share. 



Oklahoma City, Oklu. 


Equity in Unconsolidated Subsidiaries and Affiliates 


The excess of the Company’s equity in net assets over 
the related investment in unconsolidated subsidiaries and 
affiliates at January 31, 1959 is shown in the table below: 

Company’s 
Equity in Net 
Assets of 
Subsidiaries 
& Affiliates 

Investment 

on 

Company’s 

Books 

Excess of 
Equity Over 
Investment 

Allstate Insurance Company (wholly-owned). 

Sears Roebuck Acceptance Corp. (wholly-owned). . . . 

Latin American subsidiaries. 

Sears Roebuck Australia Pty. Ltd. 

Manufacturing subsidiaries. 

Simpsons-Sears Limited. 

Affiliates (partly-owned manufacturing companies). . . 

. $171,876,064 

55,766,103 
56,658,029 
4,453,991 
22,366,852 
25,452,157 
26,864,430 

$ 54,848,347 
50,000,000 
42,384,491 
3,931,800 
18,465,248 
20,376,550 
7,556,772 

$117,027,717 

5,766,103 

14,273,538 

522,191 

3,901,604 

5,075,607 

19,307,658 


$363,437,626 

$197,563,208 

$165,874,418 


In determining the equity value of foreign subsidiaries, 
net current assets were translated at year end exchange 
rates and other assets at the exchange rate on the date 
of acquisition. 

Consolidated income includes only the dividends of 
$19,309,355 received during the year from these uncon¬ 
solidated subsidiaries and affiliates. The Company’s 
equity in their undistributed net income amounted to 
$16,052,499, or 21^ per share of the Company’s outstand¬ 
ing stock, after payment of dividends by these companies. 
Of this amount $12,970,788 or 17^ per share is attribut¬ 
able to Allstate Insurance Company and Sears Roebuck 


Acceptance Corp., the Company’s wholly-owned domes¬ 
tic subsidiaries which are not consolidated. Equity values 
in the undistributed income of foreign subsidiaries were 
calculated on the basis of exchange rates in effect on 
January 31, 1959. 

The addition of the 21 ^ per share to consolidated earn¬ 
ings would result in a total earnings per share of $2.42. 

In September the Company invested an additional 
fifty million dollars in the Allstate Insurance Company 
using a portion of the proceeds of the debenture issue. 
These funds will help to meet the needs of Allstate’s ex¬ 
panding business. 



























Stockholders' Equity 

Stockholders’ equity increased $77,012,301 during 
fiscal 1958. In addition to earnings retained for use in 
the business of $75,684,051, proceeds of $1,328,250 
were received from the issuance of common stock under 
Employes Stock Option Plan V approved in April, 1951. 
The following tabulation shows the account distribution 
of the stock option proceeds: 


Common 

Stock 


Capital in 
Excess of 
Par Value 


Balance January 31, 1958. 
Par value of employes’ stock 

options exercised. 

Excess of issuance price over 
par value of employes’ 
stock options exercised.. 
Balance January 31, 1959. 


$225,185,262 $64,608,878 
179,745 — 

— 1,148,505 


$225,365,007 $65,757,383 


Book value per share at January 31, 1959 was $17.12 
compared with $16.11 last year. 


Working Capital 

The Company’s net working capital increased 
$358,996,478 during 1958. This unusually large increase 
was the result of the debenture issue of September, 1958 
and is reflected mainly in increased net receivables since 
most of the debenture proceeds were used to finance a por¬ 
tion of customers accounts formerly financed by banks. 

Current assets were 3.84 times current liabilities com- 


pared with 3.11 last year. 

Receivables 

January 31, 

January 31, 

Customer accounts 

1959 

1958 

receivable 

Installment accounts. . .. 

$1,094,468,836 

$1,024,222,641 

Revolving charge 

accounts. 

132,382,524 

95,587,227 

Other customer accounts. 

26,655,985 

26,448,480 

Installment accounts pur¬ 
chased from Mexican sub¬ 
sidiary (with full recourse) 

11,402,433 

12,962,762 

Miscellaneous accounts and 
notes receivable. 

20,372,805 

22,692,102 


1,285,282,583 

1,181,913,212 

Less allowance for collection 
expense and losses on 
customer accounts. 

110,382,365 

102,625,194 


$1,174,900,218 

$1,079,288,018 


At the close of fiscal year 1958 there were 7,269,545 
installment accounts and 2,242,823 revolving charge ac¬ 
counts outstanding. These represent an average account 
balance of $151 and $59 respectively. For the 1958 fiscal 
year 38.5% of the Company’s sales were made on the 
installment account basis and 8.8% on the revolving 
charge account basis. These compare with last year’s fig¬ 
ures of 39.0% and 6.9% respectively. 

Allowance for collection expense and losses on custom¬ 
er accounts includes an amount of $106,427,014 cover¬ 


ing installment accounts. This amount represents 9.7% 
of the gross installment accounts outstanding and is 
$6,625,765 higher than last year’s figure of $99,801,249. 
This increase is subject to Federal income taxes and full 
tax provision has been made out of 1958 income. 

Inventories 

Merchandise inventories are valued at the lower of 
cost or market. Cost is determined on the first-in-first-out 
basis for individual items for mail order, pool stocks and 
factories, and by the retail inventory method for retail 
stores. At the close of the year merchandise inventories 
were valued at $562,486,502 compared with $510,646,211 
last year. In addition to inventories on hand, the Com¬ 
pany had merchandise on order for future deliveries in 
the amount of $611,962,000 at the close of the year, com¬ 
pared with $519,923,000 last year. 

Foreign Investments 

Sales and net income of foreign subsidiaries are not 
included in the sales and net income of the Company. 

MEXICO, CUBA AND SOUTH AMERICA—The 

1958 sales volume for unconsolidated foreign corpora¬ 
tions in the Latin American countries was $95,015,533, 
compared with $98,007,304 in 1957, a decrease of 3.05%. 
This sales decrease in dollars was the result of the exchange 
deterioration during 1958 in Brazil and Colombia and 
of the political unrest in Cuba. Sales figures were calcu¬ 
lated at the currency exchange rates prevailing at the 
close of each month during the respective years. 

Profitable operations were experienced by all of these 
foreign corporations. The Company’s equity in the net 
income of these Latin American subsidiaries, after 
translating their year-to-date income at exchange rates 
in effect on January 31, 1959 was $5,828,649. 

In 1958 the Company received dividends from the 
foreign corporations as follows: 

Brazil. $1,300,000 

Cuba. 658,586 

Mexico. 4,224,105 

Venezuela. 928,650 

$7,111,341 

During the year, new medium size department stores 
were opened in Campinas, Brazil and Lima, Peru. Two 
small hard lines stores were relocated and enlarged in 
Brazil and two small hard lines stores were relocated and 
enlarged in Mexico. 

There were 55 stores and 15 sales offices operated by 
the Latin American subsidiaries at the year end. 

The Company’s investment in its Latin American 
subsidiaries totaled $42,384,491 as of January 31, 1959. 
This amount represents a net increase of $2,326,095 over 
last year’s investment figure of $40,058,396. In 1958 
the Company invested $5,000,000 in a wholly-owned 
Panamanian Finance Company organized under the 







































laws of Panama to finance installment accounts of the 
foreign subsidiaries. The Company’s investment in other 
foreign subsidiaries was reduced S2,673,905 principally 
by repayment of amounts previously advanced by the 
Company. 

The value of these investments on the subsidiaries’ 
books was $56,658,029, after providing $9,142,824 in 
reserves for installment accounts and other contingencies. 
The basis for valuation of net current assets was the ex¬ 
change rate in effect on January 31, 1959 and for other 
assets the rate in effect on the date of acquisition. Cash 
and U. S. Treasury bills of these Latin American sub¬ 
sidiaries amounted to $5,359,607. 

CENTRAL AMERICA—Sears Roebuck, S. A. is a 
Delaware Corporation, operating under Western Hemi¬ 
sphere Trade Corporation rules, and its sales and profits 
are included in the consolidated figures of the Company. 

During 1958, Sears Roebuck, S. A. operated three 
small stores in Panama, one in San Jose, Costa Rica, 
and one in Santa Ana. El Salvador. All of these stores 
offered a combination of appliance and hard line mer¬ 
chandise, plus catalog order facilities. 

About April 15, 1959, a medium size department store 
will be opened in Panama in a new leased building con¬ 
solidating the present two small stores which will be 
closed, and the store in Colon will be converted to a 
sales office. 

CANADA—The following condensed statement of earn¬ 
ings of Simpsons-Sears Limited in Canadian dollars 
shows the growth experienced by Sears’ Canadian affili¬ 
ate in both sales volume and net earnings for the fiscal 

y ear 1958: Fiscal Year 



1958 

1957 

Net sales. 

$203,900,979 

$191,618,723 

Other income. 

1,202,869 

772,031 


205,103,848 

192,390,754 

Deduct cost of merchan¬ 
dise sold and all ex¬ 
penses . 

194,387,328 

186,982,122 

Earnings before provision 
for income taxes. 

10,716,520 

5,408,632 

Provision for income taxes 

4,690,000 

2,255,000 

Net earnings for the fiscal 
year. 

$ 6,026,520 

$ 3,153,632 


The Company’s equity in Simpsons-Sears Limited 
based on the Canadian exchange rate in effect on Janu¬ 
ary 31, 1959 was valued at $25,452,157 in U.S. dollars. 
This compares with the investment of $20,376,550 cur¬ 
rently carried on the Company’s balance sheet. 

On May 1, 1958, a new complete department store 
was opened in Calgary, Alberta increasing the number 
of retail stores to 36. There were 4 mail order plants and 
319 catalog sales offices in operation at the year end. 

The Winnipeg, Manitoba complete department store 
is scheduled to open in May, 1959. 


AUSTRALIA—Sears Roebuck Australia Pty. Limited, a 
wholly-owned subsidiary, was formed in 1955 for the pur¬ 
pose of acquiring a common stock interest in Waltons- 
Sears, Limited of Australia. At January 31, 1959 this 
ownership was 23.5%. 

The Company’s investment of $3,931,800 in Sears Roe¬ 
buck Australia Pty. Limited had an equity value of 
$4,453,991 on January 31, 1959 using exchange rates in 
effect on that date. 

Sales volume of Waltons-Sears Limited for the twelve 
months ended January 29, 1959 was $34,097,975 in U. S. 
dollars translated at the exchange rate in effect on that 
date. 


Property, Plant and Equipment 



January 31, 

January 31, 


1959 

1958 

Land. 

$ 46,967,624 

$ 47,554,325 

Buildings and 

improvements. 

283,987,542 

268,050,155 

Less accumulated 

depreciation. 

108,758,213 

102,177,216 


175,229,329 

165,872,939 

Furniture, fixtures and 

equipment. 

184,160,715 

175,145,816 

Less accumulated 

depreciation. 

122,936,534 

116,259,962 


61,224,181 

58,885,854 

Property, plant and 

equipment (net).... 

$283,421,134 

$272,313,1 18 


FACILITIES—At January 31, 1959 Sears operated 728 
retail stores in the United States including Hawaii. Of 
this number 124 were complete department stores lo¬ 
cated in larger cities. The Company operated 292 me¬ 
dium size department stores which also carry extensive 
assortments of general merchandise. The remaining 312 
stores are smaller and carry major household appliances, 
hard lines, sporting goods and automotive supplies and 
are usually located in outlying neighborhoods of metro¬ 
politan areas or in smaller communities. 

In addition the Company operated 849 catalog sales 
offices and 11 mail order plants as of the close of the year. 

Sears also had in operation throughout the United 
Stales at year end 34 major distribution warehouses for 
retail store groups. These warehouses are located to pro¬ 
vide for the most efficient distribution of merchandise. In 
addition there were numerous warehouses serving indi¬ 
vidual stores. 

At the close of the year, 37 service and parts centers 
supported the retail and mail order service operations. 















































Miami, Fla. warehouse, centralized delivery and service center. 


CAPITAL EXPENDITURES—Expenditures for prop¬ 
erty, plant and equipment totaled $42,895,287. Of this 
amount $35,034,367 was expended for the retail system, 
the balance for mail order and factory facilities. In addi¬ 
tion, capital expenditures of $9,200,000 for retail prop¬ 
erties were financed by outside funds under sale and lease¬ 
back arrangements. 

The Company through these expenditures continued 
its retail expansion program by opening ten new stores in 
areas not previously served by Sears and relocating thir¬ 
teen stores in new and larger buildings in cities already 
served. During the year six small stores were closed. 

The ten new stores and thirteen stores in new and larger 
buildings were opened in the following cities: 

New Stores 
Complete Department Stores 
El Monte, California (Suburban Los Angeles) 
Hayward, California (Suburban Oakland) 
Memphis-Poplar, Tennessee 
Medium Size Department Stores 
Pine Bluff, Arkansas Bryan, Texas 

Clovis, New Mexico 
Smaller Hard Lines Stores 

North Olmstead, Ohio Richmond, Virginia 

Grosse Point Farms, Michigan (Suburban Detroit) 
Middletown, Rhode Island 

Stores in New and Larger Buildings 
Complete Department Stores 

Pasadena, California Tulsa, Oklahoma 

Medium Size Department Stores 
Anderson, South Carolina Aurora, Illinois 

Hagerstown, Maryland Lancaster, Pennsylvania 

Lynchburg, Virginia Paducah, Kentucky 

Rocky Mount, North Carolina Tallahassee, Florida 

Smaller Hard Lines Stores 

Peekskill, New York Columbus, Nebraska 

Hazelton, Pennsylvania 

During 1959, the Company has scheduled for opening 
nine complete department stores, fourteen medium size 
department stores, and six smaller hard lines stores. 


DEPRECIATION—The amount charged against in¬ 
come for depreciation of plant and equipment during 
1958 was $27,356,333. This compares with $24,909,332 
during 1957. The Company uses the “sum-of-the-years- 
digits” method of depreciation on new assets acquired 
subsequent to 1953. On assets acquired prior to 1954, 
the Company uses an accelerated method of depreciating 
retail store equipment, and on other plant and equipment 
items, a straight-line method based on shorter asset lives 
than those allowed in computing Federal taxable income. 
REPAIRS AND MAINTENANCE—Expenditures for 
repairing and maintaining existing facilities were 
$20,332,118 for the year. This compares with $20,765,324 
for last year. 

RENTALS—LONG-TERM LEASES — Minimum an¬ 
nual fixed rentals, exclusive of taxes, insurance and other 
expenses paid directly by the Company, under long-term 
leases (over three years) in effect at January 31, 1959 
total approximately $22,000,000, of which $3,900,000 is 
for store properties rented from The Supplemental Sav¬ 
ings and Retirement Plan of Sears, Roebuck and Co. 
Employes. The aggregate minimum rental liability for 
the period subsequent to January 31,1984 is $50,000,000. 

The Company currently is leasing a number of store 
and warehouse properties from The Supplemental Sav¬ 
ings and Retirement Plan of Scars, Roebuck and Co. 
Employes, as well as from various insurance, educational 
and other institutions, which were originally purchased 
or constructed by the Company and subsequently sold 
to the lessors, or which were constructed with funds pro¬ 
vided by the lessors. Most of these leases are for maxi- 


Lynchburg, Va. 
























mum terms ranging from 25 to 99 years with the right, 
after initial periods ranging from 25 to 45 years, to termi¬ 
nate or continue at reduced rentals, and contain one or 
both of the following two additional types of options: 

1. The Company can, after the initial period of years, 
purchase the property at the then fair value of the 
land alone. 

2. The Company can, on various specified dates 
(usually within the first 25 to 35 years), make a re- 
jectable offer to purchase the property at specified 
prices and, in the event the lessor does not accept 
the offer, can either terminate or continue the lease. 

Financing (Long-Term Debt) 

In September, 1958, the Company sold $350,000,000 
of 4^% Sinking Fund Debentures due August 1, 1983. 
From the proceeds, the Company made an additional 
capital contribution of $50,000,000 to the Allstate Insur¬ 
ance Company and used the balance to finance a portion 
of its customer accounts receivable formerly sold to banks. 

The sinking fund provisions call for the redemption of 
not less than $12,000,000 nor more than $24,000,000 of 
Debentures on February 1 in each of the years 1965 
through 1970 and of not less than $16,000,000 nor more 
than $32,000,000 in each of the years 1971 through 1983. 

The Company has agreed that while the Debentures 
are outstanding it will not take certain actions described 
in the indenture including the declaration of cash divi¬ 
dends, which would reduce “Consolidated Unencum¬ 
bered Assets plus Consolidated Capitalized Rentals” to 
an amount less than 150% of “Consolidated Liabilities 


plus Consolidated Capitalized Rentals” as defined in the 
indenture. At January 31, 1959, “Consolidated Unen¬ 
cumbered Assets plus Consolidated Capitalized Rentals,” 
were 216% of “Consolidated Liabilities plus Consoli¬ 
dated Capitalized Rentals” and exceeded 150% of “Con¬ 
solidated Liabilities plus Consolidated Capitalized Rent¬ 
als” by $702,900,000. 

Taxes 

The following tabulation shows the effect of Federal, 
slate and local government taxes on Company earnings 


for 1958: 

Income before taxes. $388,388,960 

$5.17 per share 

Federal income taxes. $171,600,000 

$2.28 per share 

Taxes other than Federal income.. $51,000,487 

$.68 per share 

Net income. $165,788,473 

$2.21 per share 


Profit Sharing Fund 

The Company contributed $37,918,179 in 1958 to The 
Savings and Profit Sharing Pension Fund of Sears, Roe¬ 
buck and Co. Employes. 

On December 31, 1958, the close of the Fund’s fiscal 
year, the Fund had 139,967 members and owned 
19,809,300 shares or 26.4% of outstanding stock of the 
Company. This stock had a market value of $787,419,675 
or 74.1% of the total Fund value of $1,062,173,888 at 
that date. 
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Employes Stock Options 

In April, 1958, option contracts were issued under 
Employes Stock Plan V, approved by the stockholders in 
1951, to 28 employes for 74,980 shares at the option price 
of $25.42, which was 95% of the market value thereof on 
the date the contracts were issued. These contracts are 
exercisable in annual and cumulative installments, not 
exceeding five in number, and terminate no later than 
ten years from the date of grant. 

As of January 31, 1959, there were 278,089 shares of 
common stock of the Company subject to option con¬ 
tracts issued under Plan V, these contracts being held by 
666 employes, including officers of the Company. The 
tabulation below indicates the number of shares pur¬ 
chased during 1958 under Plan V option contracts 
issued in 1954, 1956 and 1958, respectively, together 
with the option prices specified in such contracts and 
the number of shares remaining subject to option there¬ 
under on January 31, 1959. The option prices in the 
1954 and 1956 contracts were 85% of the market value 
of the stock on the respective dates of issuance. The 


1954 contracts terminate November 1, 1959; while the 
1956 and 1958 contracts terminate no later than 10 
years from the date of grant. 

In May, 1958, the stockholders approved Employes 
Stock Plan VII, providing for the granting of options 
prior to May 1, 1968. to employes of the Company and 
its subsidiaries, to purchase 1,000,000 shares of common 
stock of the Company at prices equal to the market value 
thereof on the respective dates on which the options are 
granted. No more than 150,000 of these shares may be 
allotted to officers. Options may be granted for periods 
up to ten years from the date of grant. In August, 1958, 
option contracts were issued under Plan VII to 457 em¬ 
ployes and officers for 561,950 shares, at the option price 
of $31.13 per share. In November, 1958, a contract was 
issued to an additional employe for 1,000 shares at the 
option price of $34.00 per share. These contracts are 
exercisable in annual and cumulative installments not 
exceeding five in number and terminate no later than 
ten years from the date of grant. 

The tabulation below summarizes grants and exercises 
of stock options during the fiscal year 1958: 


Plan V 


Date of grant and option price . 

Sept., 1954 
@$19.21 

Aug., 1956 
@$28.09 

April, 1958 
@$25.42 

Total Number 
of Shares 

Shares under option, January 31, 1958. 

Options granted.. 

72,219 

204,031 

74,980 

276,250 

74,980 

Total. 

72,219 

204,031 

74,980 

351,230 

Deduct. 

Options exercised. 

Options cancelled. 

39,524 

2,227 

17,791 

9,499 

2,600 

1.500 

59,915 

13.226 

Total. 

41,751 

27,290 

4,100 

73,141 

Shares under option, January 31, 1959. 

Options exercised since inception of Plan.... 
Shares still available for option contracts. 

30,468 

176,741 

70,880 

278,089 

1,209,040 

12,871 

Total shares authorized under Plan. 

Plan VII 



1,500,000 

Date of grant and option price. 


Aug., 1958 
@$31.13 

Nov., 1958 
@$34.00 

Total Number 
of Shares 

Options granted. 

Deduct options cancelled. 


561,950 

1,100 

1,000 

562,950 

1,100 

Shares under option, January 31, 1959. 

Shares still available for option contracts. . . . 


560,850 

1,000 

561,850 

438,150 

Total shares authorized under Plan. 




1,000,000 


Appointment of Auditors 

The Committee on Audits of the Board of Directors, 
consisting of three directors who are not officers, recom¬ 
mended and the Board appointed, Touche, Niven, Bailey 
& Smart to audit the Company’s records for the year 
1958. 


Commencing with the year 1959, the recommendation 
of the Committee on Audits with respect to appointment 
of independent auditors will be submitted to stockholders 
for approval prior to appointment by the Board of 
Directors. 
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Fifty years ago, Sear* catalog customers read this comment 
embodying the Company’s views on the extension of con¬ 
sumer credit. 


NO MATTER WHAT YOU BUY FROM THI8 CATALOO 

IT'S AS EASY AS A-B-C 

to use Sears Easy Payment Plan 
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Enjoy the good things you want..NOW 
Use your Credit now..pay later! 


tkwtm/ltuinwt 


Present-day Sears advertising offers to customers a variety of in¬ 
stallment payment plans to cover practically every credit need. 
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BUYING ON TIME.. 

Potent Spur to Sears Growth 

The use of consumer credit—paying for goods while 
using them—has had a remarkable growth in this coun¬ 
try in a relatively short time. It has become indispensable 
to the American method of doing business. 

Credit selling is an important part of the business of 
Sears, Roebuck and Co. and in 1958 accounted for 47.3% 
of the Company’s total sales. The purpose of the following 
commentary is to provide our stockholders with informa¬ 
tion that may contribute to the understanding of the 
philosophy that lies behind Sears extension of consumer 
credit as an important part of the Company’s sales 
program. 


The contrast between the two statements on credit 
selling reproduced here reflects significant and far reach¬ 
ing changes in our method of merchandising during the 
past half century. The warning of 1909 representing that 
era’s prevailing viewpoint may have been sound advice 
for that time. The open invitation of 1958 gains its validity 
and soundness from the changes that have occurred as 
the Company has kept pace with modern merchandising 
and distribution methods. 

In the earlier period, the adage “Neither a borrower 
nor a lender be,” characterized the general attitude to¬ 
ward the use of personal credit. Actually, many mer¬ 
chants extended credit to “solid citizens” as a matter of 
course. Even the neighborhood grocer “put it on the bill” 
for regular customers. But outside of these relatively in¬ 
formal arrangements there was a definite reluctance 
toward personal borrowing. 





















Sc.ns credit customers transact their business 
in comfortable, easily accessible surroundings. 



It's a Different Story Today 

Family living has undergone great change since 1909. 
A careful review of Sears catalogs appearing each sea¬ 
son of each year traces the improvement in the Ameri¬ 
can standard of living and the development of consumer 
credit as an accepted method of doing business enabling 
the consumer to “enjoy the good things now . . . and pay 
later.” In 1958, throughout the nation nearly one out of 
every six American households had an active account 
with Sears, Roebuck and Co., and credit sales accounted 
for 47.3% of the Company’s business. 

The growth of the Company’s credit business was a 
process of evolution. Shortly before World War I, pianos, 
organs, phonographs, cream separators, and some farm 
implements were offered for sale on credit terms. In the 
early 1920’s, vacuum cleaners and radios were added to 
the list and later in the same decade, furniture. By the 
early 1930’s, all of the Company’s major durable lines 
were offered for sale on the “Easy Payment Plan.” In the 
late 1930’s, clothing and other non-durable merchandise 
were sold on installments. It was not until 1940 that Sears 
advertised for the first time, “Our Easy Payment Plan 
is Available on Anything We Sell.” The Company has 
followed this practice ever since. 

Family Formations Increase Credit Buying 

With the population trend from rural to urban and 
urban to suburban that has occurred during recent years, 
the customers’ merchandise wants and needs have under¬ 
gone continuing change. The increase in younger family 
units and the desire to live better sooner have resulted 
in an increased demand for home furnishings and appli¬ 
ances. Installment credit, particularly in the years since 
World War II, has made it possible for more families to 
enjoy the benefits of modern living. Today consumers 
can enjoy the advantages of new products as soon as 
these are on the market at prices they feel they can 
afford. 

Effect on Sears Sales 

We believe that credit selling has become an important 


and necessary factor in the expanding economy of the 
nation. Its development over the last two decades has 
paralleled the development of the consumer durable 
goods industries, with one complementing and support¬ 
ing the other. 

A look at Company sales from 1939 through 1958 
shows that, while total sales increased approximately six¬ 
fold, credit sales increased about ten times compared 
with a fourfold rise in cash sales. 

The dynamic growth of Sears during this time is due 
in part to the success of our credit selling program which 
has gone hand in hand with our merchandise develop¬ 
ment and expansion of facilities. 

Technology Has Done Its Share 

It is no accident that the growth of consumer credit 
has paralleled the improvement in the mass production 
and distribution techniques which have been a part of 
Sears growth. This is especially true in the household 
appliance and home furnishing fields which constitute 
an important segment of our business. Large scale pro¬ 
duction, with its attendant reduction in cost of such 
items, is feasible only when a mass market exists. Con¬ 
sumer credit has been the means of helping to increase 
demand by making it possible for more people to buy- 
more goods. This, in turn, has provided the volume that 
has made it possible for Sears to offer greater price ad¬ 
vantage to its customers. 

The effect of consumer credit on mass production and 
lower prices has been demonstrated time and again. 
For example, in 1948, there were 74,000 air conditioners 
sold nationally at an average price of $369. In 1957, ap¬ 
proximately 1,600,000 were sold at an average price of 
$316. Power lawn mowers furnish another example, with 
397,000 sold nationally in 1948 at about $144. each. In 
1957, a total of 3,300,000 were sold at an average price 
of $84. 

The television industry furnishes a dramatic record of 
the effect on prices of volume production and the use 
of consumer credit. In 1948, the average price of the 
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975,000 television sets sold nationally was S393. In 1957, 
a total of 6,500,000 sets were sold nationally at an average 
price of SI 90. At Sears, approximately 73.6% of all tele¬ 
vision sales were made on the installment plan. 

Price alone does not tell the whole story of the effect of 
volume production for a mass market. Each of these 
products, as well as many others subject to the same in¬ 
fluence, was vastly improved in size, efficiency, or appear¬ 
ance. Thus, Sears customers receive more value for less 
money because of the broadened market that consumer 
credit helps to create. 

The extension of this market, willing and able to ab¬ 
sorb worthwhile products in large volume, also has stimu¬ 
lated research and technological development. These are 
important elements in continued customer acceptance of 
Sears merchandise. 

Telling the Story 

In newspapers, magazines, and on the radio and tele¬ 
vision there is a great deal of advertising of credit terms. 
It is quite easy for the consumer to be misled by much of 
this advertising. Sears maintains the same integrity in 
credit advertising that it has historically established in 
merchandise advertising. In catalogs, newspaper ads, 
and all other media the credit story is presented accu¬ 
rately and is a part of merchandise presentation rather 
than an effort to sell credit. Each catalog presents com¬ 
plete terms and furnishes complete information for the 
customer to decide which method of buying suits his own 
situation. 

Careful Administration is Required 

Scars credit business receives the close attention of 


management—not only from the standpoint of sales, but 
also from the standpoint of control. Credit policies are 
established and reviewed regularly by a Credit Policy 
Committee consisting of officers and senior executives. 
The recommendations of the Committee arc subject to 
the review and approval of the Chairman of the Board 
and the President. 

For administrative purposes, each of our five geographi¬ 
cal areas—Eastern, Southern, Midwestern, Southwestern, 
and Far Western—has a credit manager attached to 
the staff of the Territorial Vice-President who is respon¬ 
sible jointly to the General Credit Manager in Chicago 
and the Territorial Vice-President for the credit and 
collection activities. 

The Territorial credit managers have a staff of travel¬ 
ing supervisors who visit the individual credit depart¬ 
ments. We maintain a credit department in each of our 
11 mail order plants, 728 retail stores, and 849 catalog 
sales offices. The individual credit departments are un¬ 
der the supervision of a trained credit manager who 
reports jointly to the store manager and the Territorial 
credit manager. 

Sears Credit Plans 

The largest percentage of our total credit business is 
done on an installment basis. We have our Easy Pay¬ 
ment Plan on which payments may extend as long as 
24 months. Our Revolving Charge Plan may be used 
like a regular charge account or with payments on the 
balance each month with a minimum monthly payment 
of SI0.00. Our Modernizing Credit Plan is designed 
for home improvement purchases and allows up to three 
years to pay. 


. 
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NEW INSTALLMENT PURCHASES VS REPAYMENTS ON PREVIOUSLY CONTRACTED OBLIGATIONS 
- BOTH EXPRESSED AS A PERCENTAGE OF DISPOSABLE PERSONAL INCOME 


Graphic demonstration of how users of installment credit 
exercise prudence with their installment obligations. 


Family Financial Management and 
Integrity the Key 

Installment credit, including automobiles, outstanding 
nationally amounted to $33,768,000,000 as of January 
31, 1959. This figure comprised millions of credit obliga¬ 
tions of individual American families for relatively small 
amounts. The level of credit outstanding represents an 
evaluation of the integrity and prudence of the American 
consumer. The ultimate basis upon which the entire 
credit structure rests is the integrity of the average Ameri¬ 
can family rather than any legal documents which may 
be involved. Bankers and merchants have long recognized 
that the integrity of the individual is the real foundation 
of any financial transaction. 

Typical American families combine integrity with 
good judgment in the conduct of financial affairs. They 
tend to keep their debts at a level that will enable them 
to make repayment on the terms agreed upon. Over a 
period of time they develop a definite pattern in the 
management of household finances. Specific amounts are 
set aside to cover a variety of obligations. Payments for 
rent, insurance, household accounts or on mortgages all 
fall into this pattern of efficient money management. 

Total national consumer credit gives an indication of 
the credit buyers’ prudence. Analysis of the amount of 
credit over recent years indicates that consumer purchases 
on credit have risen as a percentage of disposable personal 
income. However, when consumer purchases have ex¬ 
panded faster than payments on outstanding credit obli¬ 
gations, as was the case in 1952-1953 and 1955-1957, 
a correction has followed. (See chart above.) The con¬ 
sumer curtails his credit purchases while continuing his 
payments on existing credit obligations to the point 
where repayments exceed new purchases as a percentage 
of disposable personal income. Such liquidations are 
made voluntarily and represent the consumer’s own 
estimate of his financial position and what he should 
do about it. 


The record of good management established by the 
American consumer indicates that, in periods of normal 
supply and demand, government regulations are unnec¬ 
essary. It is significant to note that in the history of Sears 
accounts we show somewhat higher credit losses for the 
years in which government regulations were effective. 
While collection results during some of these years were 
influenced by shifting population because of military 
activities, our experience nevertheless illustrates that 
the regulation of terms by law does not create sound 
credit practice. 

What of the Future? 

Sears, Roebuck and Co. looks forward to the continued 
intelligent use of installment credit as an accepted part of 
the sound economic growth of our country. We feel that 
consumer credit will continue to be a vital factor in the 
production, distribution, and sale of merchandise. 






















































SEARS, ROEBUCK ACCEPTANCE CORP. 



At the close of 1958, total installment con¬ 
tracts outstanding amounted to $373,831,918 
compared with $289,400,722 at the end of 
1957. Net income for the year, retained for use 
in the business, was $3,678,942, which com¬ 
pares with last year’s net income of $1,852,126, 
an increase of 98.6%. 

On January 31, 1959 Sears Roebuck Accept¬ 
ance Corp. had established lines of credit with 
banks totaling $252,625,000 of which 


$28,000,000 was in use. Short term notes 
placed with investors other than credit line 
banks amounted to $152,288,500 outstanding, 
compared with a peak of $224,106,600 in July 
1958, and $53,295,600 on January 31, 1958. 

Sears Roebuck Acceptance Corp. has dem¬ 
onstrated the flexibility that it provides to 
the financial program of the Parent Company, 
and enters 1959 in excellent position to meet 
the growth of installment sales. 


BALANCE SHEET 


ASSETS 


CURRENT ASSETS 

Cash. 

U. S. treasury bills. 

Receivable from Sears, Roebuck and Co. 

Customer installment contracts (including installments maturing after one year) purchased 
from Sears, Roebuck and Co. without recourse, less allowance for losses in collection 

(Jan. 31, 1959—$3,738,319; Jan. 31, 1958—$2,894,007). 

Prepaid interest on notes payable. 

Total Current Assets. 

FURNITURE AND EQUIPMENT, at cost less accumulated depreciation. 

UNAMORTIZED DEBENTURE DISCOUNT AND EXPENSE. 

UNAMORTIZED ORGANIZATION EXPENSE. 


LIABILITIES AND STOCKHOLDER’S EQUITY 

CURRENT LIABILITIES 

Notes Payable. 

Payable to Sears, Roebuck and Co. 

Accrued interest. 

Federal income taxes... 

Other liabilities. 

Portion of purchase price withheld from Sears, Roebuck and Co. pending collection of install¬ 
ment contracts, less portion thereof considered as an allowance for losses in collection 
(Jan. 31, 1959—$3,738,319; Jan. 31, 1958—$2,894,007). 

Total Current Liabilities. 

LONG-TERM LIABILITIES 

4Debentures, due 1972. 

5% Debentures, due 1982. 

4M% Subordinated Debentures, due 1977. 

STOCKHOLDER'S EQUITY 

Capital stock, par value $100 per share: 

Authorized 500,000 shares, issued and outstanding 350,000 shares. 

Capital in excess of par value. 

Retained earnings used in the business. 


January 31 

1959 

January 31 

1958 

$ 2,998,612 

22,508,391 

$ 1,503,143 
1,297,111 

370,093,599 

1,375,506 

286,506,715 

584,895 

396,976,108 

10,468 

1,992,652 

22,571 

289,891,864 

6,017 

2,113,560 

30,778 

$399,001,799 

$292,042,219 

$180,288,500 

442,825 

3,247,882 

77,638 

$ 83,295,600 
3,041,121 
424,969 
1,632,033 
93,066 

34,178,851 

26,468,269 

218,235,696 

114,955,058 

50,000,000 

50,000,000 

25,000,000 

50,000,000 

50,000,000 

25,000,000 

125,000,000 

125,000,000 

35,000,000 

15,000,000 

5,766.103 

35,000,000 

15,000,000 

2,087,161 

55,766,103 

52,087,161 

$399,001,799 

$292,042,219 


REPORT OF CERTIFIED 
PUBLIC ACCOUNTANTS 


To the Board ol Directors ol Sears Roebuck Acceptance Corp. 

We have examined the balance sheet of Sears Roebuck Acceptance Corp. as of January .11. 
1959. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly Included such tests of the accounting records and such other auditing pro¬ 
cedures as we considered necessary in the circumstances. 

In our opinion, the accompanyina balance shoot presents fairly the financial position of 
Soars Roebuck Acceptance Corp. at January 31. 1959. in coolormity with qonorally accepted 
accounting principles applied on u basis consistent with thot of the pre eding year. 
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Chicago, Illinois, March 30. 1959 


Touche. Niven. Bailey fit Smart, 
Certified Public Accountants 


























































Allstate Insurance Company and Subsidiary, 
Allstate Fire Insurance Company 




Allstate insurance is sold in more than 1,300 locations throughout the United 
States and Canada. Allstate booths are located in 1,020 Scars stores and cata¬ 
log sales offices (Simpsons-Sears in Canada). 


Regional Offices like this one in Murray Hill, New Jersey write and service 
the insurance business and settle claims with speed and efficiency. 

























Allstate Insurance 
and Subsidiary, 


Company 



Allstate Fire Insurance Company 
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CONSOLIDATED BALANCE SHEET 


ADMITTED ASSETS 

Investments: 

U.S. Government Securities. 

State and Municipal Bonds. 

Other Bonds. 

Preferred Stocks. 

Common Stocks. 

Capital Stock of Allstate Life Insurance 
Company (wholly-owned subsidiary). 
Real Estate. 

Total Investments. 

Cash. 

Premium Instalments Receivable. 

Accrued Interest. 

Other Assets. 

Total Admitted Assets. 

LIABILITIES AND CAPITAL 

Liabilities: 

Reserve for Losses and Loss Expense. . . 

Unearned Premiums. 

Federal Taxes on Income. 

Other Taxes. 

Other Liabilities. 

Total Liabilities. 

Capital: 

Capital Stock, par value. 

Additional Capital Paid In. 

Unrealized Gain on Stocks. 

Retained Earnings Used in the Business 

Total Capital. 

Total Liabilities and Capital.. 


December 31 

1958 

$ 28,167,371 
287,508,986 
23,151,654 
28,618,374 
113,546,704 

3,826,408 

18,928,413 

$503,747,910 

15,765,417 

64,430,773 

3,667,255 

930,617 

$588,541,972 


$196,624,668 

187,894,726 

11,203,804 

8,163,588 

12,779,122 

$416,665,908 

$ 3,000,000 
51,600,245 
45,782,037 
71,493,782 

$171,876,064 

$588,541,972 


December 31 

195T 

$ 21,220,286 
217,390,701 
8,996,014 
21,875,034 
63,149,527 

4,792,697 

14,143,309 

$351,567,568 

12,746,195 

55,978,202 

2,457,695 

1,144,880 

$423,894,540 


$167,133,707 

159,462,313 

3,382,754 

6,834,902 

10,116,833 

$346,930,509 

3,000,000 

1,600,245 

10,335,672 

62,028,114 

$ 76,964,031 
$423,894,540 


To The Board of Direclors of Allstale Insur¬ 
ance Company: 

We have examined the consolidated bal¬ 
ance sheet of Allstate Insurance Company 
and its consolidated subsidiary. Allstate Fire 
Insurance Company, as of December 31. 
1958. Our examination was made in accord¬ 
ance with generally accepted auditing 
standards, and accordingly included such 
tests of the accounting records and such other 
auditing procedures as we considered neces¬ 
sary in the circumstances. 

In our opinion, the accompanying balance 
sheet presents fairly the consolidated finan¬ 
cial position of Allstate Insurance Company 
and its consolidated subsidiary at December 
31, 1958. in conformity with accounting 
principles and classifications prescribed by 
the Insurance Department of the State of 
Illinois and applied on a basis consistent with 
that of the preceding year. 

Touche, Niven. Bailey & Smart 
Certified Public Accountants 

Chicago, Illinois 
February 20. 1959 


You're in food Hands 



with Allstate 


Bonds are stated at amortized cost, preferred and common stocks are stated at 
market value and stock of Allstate Life Insurance Company is stated at its under¬ 
lying net asset value, all as prescribed by the National Association of Insurance 
Commissioners. 
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1958 was a successful year for the Allstate Insurance Com¬ 
panies as measured by growth, income and capital appre¬ 
ciation. 

Sales 

1958 was Allstate’s 28th consecutive year of growth in 
premium volume and policies in force. Premiums written 
totaled $375,647,000. This is a 20% increase over the 1957 
total of $313,168,000. According to published figures for 
the industry, Allstate is the second largest writer of auto¬ 
mobile insurance premiums and ranks sixth in total fire 
and casualty premiums written. 

Income 

Net income for 1958 was $20,423,000 after federal income 
taxes, about double the $10,235,000 for 1957. Gain from 
underwriting operations was $14,845,000 for 1958 as com¬ 
pared with a small loss of $578,000 for 1957. Rate increases 
for auto insurance have been an industry-wide pattern 
during the past two years. The cost of claims, however, 
has continued to rise sharply. Improved operating effi¬ 
ciencies and income produced by other lines oi insurance 
contributed much to Allstate’s underwriting gain for 1958. 
Investment income rose to $14,226,000 in 1958 as com¬ 
pared with $11,592,000 in 1957, an increase of 22.7%. 

Financial Condition 

At year end 1958, Allstate's capital was $171,876,000, 
more than double the $76,964,000 at the end of 1957. 
During 1958 Sears invested an additional $50,000,000 in 
the Company to provide ample capital for continued 
growth and expansion into other lines of insurance. Net 
income of $20,423,000 and appreciation of $35,446,000 in 
common and preferred stock investments contributed to 
the increase in capital. As a result of the favorable opera¬ 
tions for 1958, a cash dividend of $10,200,000 was paid to 
Sears. Assets at December 31, 1958, totaled $588,542,000 
as compared with $423,895,000 at year end 1957, an in¬ 
crease of 38.8%. Investments in bonds, stocks and real 
estate represent 85.6% of the assets. 

Insurance Products and Pricing 

Allstate built its reputation in the field of automobile 
insurance by providing quality protection to millions of 
car owners at prices favorable to the customer. In most 
states its auto premium rates average nearly 20% less than 
those charged by most insurance companies. The Com¬ 
pany can offer such rates for several reasons. Among the 


more important are, (1) use of a refined system to classify 
risks and rate them according to their exposure to loss, 
(2) high volume—low unit cost methods ol acquiring 
business, and (3) efficient operating systems which hold 
expenses to a low percentage of the premium dollar. 

In the past few years the Company has been diversifying 
rapidly into other lines of insurance. The objective of this 
program is to enable Allstate to serve all the insurance 
needs of most customers and to open new avenues of sound 
growth for the Company. The Company began writing 
personal liability insurance in July, 1952. The residential 
fire insurance field was entered in March, 1954. Since that 
date, the Company has begun writing theft, homeowners, 
boat, individual and group accident and sickness, com¬ 
mercial fire, and commercial liability insurance. Most of 
the advantages which have made Allstate so successful in 
the automobile insurance field apply to the other lines of 
insurance the Company now writes. 

Service Facilities 

Allstate employs over 13,600 men and women in the 
United States and Canada. Like Sears, the Allstate or¬ 
ganization lunctions under a system of decentralized au¬ 
thority and responsibility. The Home Office is located in 
Skokie, Illinois, a suburb of Chicago, and is primarily a 
policy-making and planning office. The Company has six 
Zone Offices supervising thirty Regional Offices. The Re¬ 
gional Offices and their field forces write and service the 
insurance business and settle the claims. The Company 
employs over 3,100 licensed professional agents who rep¬ 
resent it exclusively. Agents are based in Sears stores and 
Allstate sales and service centers. More than 4,300 full¬ 
time claim personnel working from 218 offices carry out 
the company policy of fast, fair claim settlements. Most 
of these offices are equipped with drive-in service where 
many automobile damage claims are settled on the spot. 


You're in good hands 



withy^LLSTAT E 
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Allstate Life Insurance Company 

The Allstate Life Insurance Company formed in 1957 is a 
wholly-owned subsidiary of Allstate Insurance Company. 
The Parent Company does not consolidate the Life Com¬ 
pany figures with its own, but carries the investment on 
its balance sheet at the book value of the Life Company. 
Selling was started in Illinois and New York the latter 
part of 1957. At the end of 1958 life insurance was being 
sold in 42 states and the District of Columbia. Selling is 
done by the same agency force that produces the casualty 
and fire business; thus, the Allstate agent is able to serve 
all the personal insurance needs of most customers. The 
Company has grown rapidly in its first 16 months in busi¬ 
ness. Insurance in force at the end of 1958 totaled $996 
million of which $107 million was ordinary life insurance 
and $889 million was group life insurance. Policies in 
force numbered 16,056. 


Outlook for the Allstate Companies for 1959 

The Allstate Companies plan continued growth in 1959. 
Increase in premium volume will come mainly from the 
sale of additional auto policies and rapid expansion into 
the other lines of insurance. 

Allstate’s overall underwriting gain on the casualty and 
fire lines in 1959 is expected to compare favorably with 
1958. The lines other than auto insurance will be making 
an increasing contribution. Claim costs in automobile 
insurance are expected to continue to rise. The number 
of accidents and injuries, cost of repair parts, labor rates, 
new car design, medical costs, the influence of high jury 
awards, and claim consciousness all push claim costs 
higher. 

To help combat economic loss and human suffering and 
higher premium rates caused by auto accidents, Allstate 
has taken a leading part in promoting safety on our streets 
and highways. Safety campaigns are aimed at preventing 
accidents or at reducing their seriousness. Once an acci¬ 
dent has occurred, the Company will settle the claim in 
a prompt and understanding manner. 

Investment income also is expected to show a satisfac¬ 
tory gain in 1959. In addition to the investments held by 
the Companies at December 31, 1958, the anticipated 
growth in premium volume will contribute additional 
funds for investment during 1959. 



As another step toward its goal of “A full circle of protection 
for your family, home and car,” Allstate issued its first Life 
Insurance policy in September, 1957 to the Dale Huddle* 
stun family of Olney, Illinois. 



Allstate customers can now buy virtually every kind of in¬ 
surance they need at Allstate booths in Sears stores, at 
Allstate Insurance Centers, or in their own homes. 



Drive-in Centers such as this provide policyholders with 
fast claim handling. Many automobile damage claims 
arc settled on the spot. 
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★ Locations ot Sears 

Administrative Headquarters 



THIS MAP shows the total number of Sears, Roebuck and Co. retail stores, catalog sales offices and mail order 
plants in each of the Company’s five administrative divisions. Figures represent the count as of January 31,1959 





























HOME FURNISHINGS 

Harmony House-Maid of Honor 


behind these names... 



WOMEN'S, GIRLS’ AND CHILDREN'S APPAREL 

Honeysuckle - Honeylane - Kerrybrooke - Royal Purple - Kerry-Teen - Charmode 




HOUSEHOLD APPLIANCES 

Kenmore — Silvertone — Coldspot 




MEN'S AND BOVS* APPAREL 

Boyville - Fashion Tailored - Fraternity Prep - Gold Bond 
Hercules - Pilgrim - Wearmaster 



AUTO SUPPLIES. FARM EQUIPMENT 

Allstate-Cross Country-David Bradley-Farm Master 



HOME MAINTENANCE AND MODERNIZATION 

Master-Mixed - Craftsman - Homart - Dunlap - Workmaster 


Wherever in the world Sears merchandise is 
sold, people regard Sears famous brand names as 
symbols of better quality for less money. 

This has come about largely because “more 
for your money” is a philosophy that applies to 
all phases of this Company’s activities. 

Sears has expressed that philosophy 
in various ways in its relationships 

with the customer— by pioneering and 
maintaining the policy of “satisfaction guaranteed 
or your money back.” as well as by offering 
better merchandise values: 

with the employe —by constantly striving 
to improve personnel policies and practices, 
including the Profit Sharing Plan through 
which employes own 26% of the Company’s stock: 

with the supplier -by developing buying 
techniques that have enabled many who supply 
Sears goods to stabilize production, reduce 
costs and enjoy healthy, profitable growth: 

with people in general— by concerning 
itself with the economic health and social welfare 
of communities where it does business 
and by encouraging all Sears employes to take 
active part in local civic affairs. 

Behind these names, then, is a way of doing 
business that is based on fairness to all. This 
Company believes that continued adherence 
to that way insures future progress 
that will match past success. 


SEARS, ROEBUCK AND CO. 

925 South Homan Avenue 
Chicago 7, Illinois 


Printed in U.S.A. 











































